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Pushing the Analysis One Step Further: Incorporating Multiple Variables

\Ve reC(lgnlle Iklt if)\ c,lms lcnd ltl Itll)~ "I 11HlI'C Ihan one

\~lfIahk \~hen 1ll~1~lI1g an In\l"tll1l't1t dl'C\'Il\n Therdore,

we have apprllached \aIU~llltln 01 tekc\lIll 'l\lCb using a set

"f Inputs When we u,,: EPS. FrS "rlmlll ,md a rIsk

,tdJustC! ~I, II1pUts lor dL'lerl1l1nln,c 't\)L~ ['liCe" \"\e can

Impwve lin the cmreL-llions e\" en t llrthcl In IhlS .lnalysls

'or the m~lture telephone C!lmpanles. the cIlnfidence faclm

nCfeased to :-I6 l )(/" Indicatmg the comhlnatlon of these

Illputs IS d meanlllgful determinant llt \" ,t1U.lIHlll

Inten:stl ngly. there is sign! ficant overlap hetween stocks

attraLti\ e in thiS analysis and in our single-variable studies,

KPN. l"S West. NYNEX. and TelcDanmark. for instance.

all SLTecn attracti\e Also, Singapore Telecom continues to

screen lully \alued, Cahle & Wireless' atlractiveness is

captured Illore successfully in thiS analysis. III our view.

rahle ')

Regression Output Incorporating Multiple
Variables

fahle K provides a list of stocks and \" ;mahks - IqQ,tF

carlllngs I'er share, ~1mgan Sunk\ ,c,tlm,lles lor II\e-year

EPS grtl\\lh rates, and hetas -- In our multl-varIahle

,Ipproach Not Illlly IS the confidence lac tor oVC! :-15'7,. hut

earnlllgs ,lnd earnings per sharc gro\\lh pr()\l(.k statistically

,Ignillcant results. We have further u.,ed the cllrrelat!on to

provide a set of predicted prices lor (hc ,IOl ks hased on (he

II1pUIS These arc also outlined In T,lhk ~

Ltblc ~

Multi-Variate Regression Results
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Does a Diversified Telecom Portfolio Really Pay Off?

33

Does investing in a diversifieJ portfolio of telecom names

really payoff, or is it better to focus on one region? The

experience (If 199-+ [,1 lLite (, IC\ l'Jling. On a market cap

weighted basis, telephl1nc 'l)rnp,mics in the Asia Pacific

regllJO (excluding Japan) gained 9380;[; while Latin

,-\meril'an teleos have gamed 1.5(~; In contrast. the U.S,

declined 3.40'c and thc Eurllpcan ,cctor fell 2.2% in value.

Of ((lurse it has not alway s bccn thus - that Latin

American and Asian teleos have outperformed their U.S.

and European counterparts. Telcl'om investors will

remember the time when "plain \anilla" teleas offered the

richest (and surest) rewards. n1e Iact that different

telephone companies and different regions have nearly all

at some point or other had their respective day in the sun

SImply underlines the virtues of global investing: there is a

relativcly low degree of correlation in performance between

dlt'ferent regions, and very low degrees of correlation

between different emerging markets (Table 11).

Furthermore. we suspect (although we have not yet

c'JlIected the hard evidence) that there is also a relatively

h,W correlation between what we consider "mature"

telephone company performance and "emerging/growth"

telephone company performance. whatever the region. We

h)ok forward to exploring this issue further. In the

meantime, the recommendation is clear: diversify.

Figure 18

Global Telecom Stocks
Price Performance by Region
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fable 10

Low Correlations Across Asset Classes
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Table II

Low Correlations Across Emerging Markets

Latin Amenca and ASia
BraZIl and Argentina
Chile and MexlcD
India and PakIstan

Indonesla and Thailand
Nlgena and Zimbabwe
Turkey and Greece

033
-0.21
035
020
-003
-002
014

Wlthm the last three years. Morgan Stanley & Co Incorporated and/or Its aftihates managed or comanaged a public offering of the securities of AirTouch.

AT&T. RdlSuUlh. BntIsh TelecOIllInUnlC.ltIons. GTE. Indosat. KPN. Milhcom. Nextel. Nippon Telephone & Telegraph. NYNEX. Southwestern Bell. Telebras.
Tdecolll Argentina. TeleDanmark. TeldonlCJ de Argentina, and US West

~Iorgan Stanley & Co Incorporated and/or ItS alfiliates make a market m the secunlies of British Telecommunications. Cable & Wireless. MC! Communications.
:'-iextd. STET. Tekeom It alia. Telefolllca de E,pana and Vodaphone
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